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PRICES OF FARM PRODUCTS. 1 

G. F. Warren, 
Cornell University, Ithaca, New York. 

Reasons for High Prices. 

There are two distinct questions concerning prices: 1. Why are 
prices in general high? 2. Why has the price of a particular com- 
modity followed the course that it has ? 

The primary reasons for the general high^price level are financial 
inflation and shortage of goods. The price of a particular com- 
modity is affected by inflation and by other factors that vary with the 
commodity in question. Some products, as horses, are lower in price 
than they were before the war. Other things are much higher than 
the general price level. 

Shortage of Goods. 

The actual destruction in the war area has had some effect on 
prices. The destruction of war materials, — ships, coal, iron, wool, 
has had a much more serious effect. But destruction of property can 
explain only a very small part of the price changes. 

The killing of a large number of men of the most productive ages 
without a corresponding decrease in old men, women, and children 
has tended to cause a shortage of goods. 

But the most powerful influence in causing a shortage has been the 
loss of time due to employment of many millions of men and women 
in war work. 

1 Paper read at the tenth annual meeting of the American Farm Economic 
Association, Chicago, Illinois, November 12, 1919. 
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, Our railroads are short of rolling stock. The cars and tracks are 
badly out of repair, because the persons who would have been build- 
ing cars and engines, and keeping up the tracks have been doing war 
work. 

Our houses are unpainted and unrepaired, and new ones have not 
been built as rapidly as would have been done, because the builders 
have been doing government work or serving in the army. 

The stocks of goods on the shelves of the stores of the world are 
low, so low that it is often not possible to buy. To properly carry 
on trade the stocks that lie on the shelves must be replenished. The 
clothing supplies, furniture, and stocks of other goods in the homes 
are low. These reserves must be supplied. 

The fences and buildings on farms have not been kept up. These 
must be repaired and new ones built to make up for the several years 
in which such things have been neglected. 

The greatest factor in shortage of goods has been the transfer of 
workers from productive work to war work. The evidences of this 
shortage are everywhere, from the neglected farm fence to the rail- 
roads, and from the home wardrobe to the cotton warehouses. 

A recent report from the United States Department of Agricul- 
ture gives the number of livestock before the war compared with the 
latest figures from France, Italy, Switzerland, Belgium, Netherlands, 
Denmark, Sweden, Germany, United States, Canada, Argentina, Aus- 
tralia and New Zealand. 2 Cattle increased 5 percent, sheep decreased 
I percent, and hogs 7 percent. 

Taken all together the shortage of goods explains only a little of 
the general high-price level, altho it does explain many single cases 
where the price is much above the general price level. 

Inflation. 

The primary cause for the general high-price level is inflation. 

The monetary circulation of the United States in 1919 was 72 per- 
cent greater than for the five years 1910-1914. Most of the business 
of the United States, variously estimated at 75 to 90 percent, is done 
by bank deposits which circulate as checks. The improvements in 
banking methods have made it possible for a dollar in currency to 
do much more business than formerly. Bank deposits are, therefore, 
a better measure of the total circulating media than monetary circu- 
lation. Bank deposits in 191 9 were in percent greater than for the 
five years 1910-1914. 

2 United States Department of Agriculture Weekly News Letter, to Crop Cor- 
respondence, October 22, 1919. 
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In 1915, bank deposits were up 18 percent but wholesale prices, of 
" all commodities " were up only 6 percent. In 1916, deposits were 
up 46 percent and general prices 25 percent. Not until 1917 did 
prices catch up with bank deposits. Since that time bank deposits 
and prices have kept pace with each other. 

Table I. — Index numbers of monetary circulation, bank deposits, wholesale 

prices of food and all commodities, and prices paid to producers 

for farm products, in the United States. 
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IOO 
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Some persons have thought that food prices or prices paid to 
farmers were the cause of all price increases. It will be observed 
that wholesale prices of food, prices paid to farmers, and wholesale 
prices of all commodities all increased at practically the same time, 
but that all lagged behind the increase in bank deposits. 

Pricey during the Civil War followed the same course. 



Other Explanations of High Prices. 

Among the numerous other beliefs as to why prices are high may 
be mentioned, the fixed price for wheat, failure to sign the peace 
treaty, profiteering, high wages, etc. 

The price of wheat was reduced by the fixed price so that in the 
beginning the fixed price was certainly not the cause of high prices. 
The price of wheat for the 1917 crop was so low compared with other 
things that we resorted to all kinds of patriotic appeal to prevent the 

8 E. W. Kemmerer, American Economic Review, VoL VIII, No. 2, June, 
1918. Figures for 1918 supplied by Professor Kemmerer. 

* Recalculated from Reports of the United States Bureau of Labor. 

5 Calculated from Reports of the Bureau of Crop Estimates, United States 
Department of Agriculture. 

8 Figures for 1919 represent only a portion of the year. 



64 JOURNAL OF FARM ECONOMICS. 

use of wheat, made regulations to prevent its sale for stock food, and 
then practically ran out of wheat before spring. The price of the 
1918 crop was so low that the supply of wheat was practically ex- 
hausted before the new crop came. At all times since the price of 
wheat was fixed, wheat too poor for milling has been selling in New 
York for chicken feed at prices above the fixed price for good wheat. 

Table II. — Index numbers of wholesale prices, Civil War and World War. 
Five-year average before the war equals 100. 

Civil War. World War. 

1856-1860 = 100 1900-1913 = 100 

1861 95 I0I4 102 

1862 112 1915 103 

1863 141 1916 127 

1864 l8l 1917 180 

1865 205 : I918 202 

1866 181 1919 Jan. to 

1867 163 July 211 

1868 132 

1869 145 

1870 135 

1871 129 

1872 132 

1873 130 

1874 126 

1875 121 

1876 112 

1877 105 

1878 96 

1879 92 

1880 101 

Profiteering is a result rather than a cause of high prices. Finan- 
cial inflation has made it possible to obtain a good profit by going in 
debt for goods and holding them to sell for an increased number of 
cheap dollars with which to pay the debts. Since someone must save 
eggs, potatoes and butter for winter use, someone has inevitably sold 
for more dollars. than usual. Store keepers and families with the 
usual supply of goods on hand found these supplies increasing in 
price. In some instances the supply held by one person has been so 
large as to be justly called " hoarding," but in general, the stocks of 
goods have moved out too rapidly, so that the supplies have not lasted 
till the next harvest, showing that " hoarding " has been the exception, 
not the rule. Profiteering is an inevitable result of rising prices. It 
is not the cause of high prices. 
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Wages have lagged behind inflation and prices. So with practically 
every other popular explanation of high prices, the assigned cause has 
been an effect that followed high prices rather than caused them. 
Probably we shall soon see high land prices assigned as the cause of 
high prices, but land prices are one of the last things to respond to 
price changes. 

How Long Will Prices Be High? 

The popular idea as expressed by most newspapers was that prices 
should fall at once when fighting stopped. Much surprise and impa- 
tience was expressed because prices did not drop. Now the tendency 
seems to be to believe that prices will never fall, and that everyone 
should proceed as if present prices were to continue forever. Some 
able economists hold this view. I believe, however, that the majority 
of the students of prices will agree with my conclusion expressed as 
follows: Since inflation is the primary cause of high prices, and 
shortage of goods the major secondary cause, prices may be expected 
to fall as the inflation decreases and the shortage of goods is supplied. 
If this is true we turn our guessing contest to the problems of when 
the shortage of goods will be made up and when deflation will take 
place. 

Making up the Shortage of Goods. 

The necessary repairs of farms, railroads, factories and houses, 
and some new construction together with the necessity of replenishing 
the stock of goods in stores and houses calls for a very large produc- 
tion. We may expect a very active demand for goods until the 
shortage is made up. How long this will be depends on the weather 
and the stability of the workers of the world. Ultimately, the Balkans 
and Russia will come back into world affairs. These countries were 
large exporters of food. How soon they will again compete with us 
is one of the most uncertain problems of all. 

It seems probable that it will take several years, probably three to 
five years to make the necessary repairs to property. During this 
period there will doubtless be a very active demand for goods. There 
will probably be periods of uncertainty, violent price fluctuations, and 
small panics here and there, but one would expect them to be short. 

The tendency to clear new lands and build new railroads and 
homes will doubtless be checked by the high prices and to some extent, 
by expectation of lower prices. It is, therefore, to be expected that 
after the necessary repairs are made there will be a slackening of 
industry and that a financial panic may occur. The weather and fear 
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of wars and revolutions will probably 'be the factors that will deter- 
mine the exact point at which a panic comes. 

Those who can foresee possible panics in periods of prosperity and 
can see through a panic to the sound business growth that is to follow, 
can perform a public service by encouraging a sound development 
rather than wild speculation preceding the panic and can help the 
gloom of the panic by seeing the prosperity that is to come. 

Deflation. 

■Considering America alone it would seem probable that the time 
should come soon when government receipts will exceed expenses. 
When this time comes the process of deflation might be expected to 
begin. But other factors influence the results. The European coun- 
tries have inflated their currency more than we have. Inflation tends 
to equality between the different countries before stable equilibrium 
is reached. When we entered the war we paid our debts to Europe 
and made large loans to it. These loans prevented as great inflation 
of their currency as would otherwise have occurred but served to 
rapidly increase our inflation. This leveling-up process must con- 
tinue. We cannot continue to trade with Europe unless she brings 
goods in exchange or unless we lend her money. Foreign exchange 
is now almost prohibitive. 

The purchase of property in Europe would lower exchange without 
inflation here. Some such investments will doubtless be made, but 
Americans are not generally disposed to buy European property. 
The primary means of financing trade will probably be through the 
sale of European bonds in America and the extension of commercial 
credit to European buyers. Some of these bonds will be used for 
bank credit and consequent inflation in this country. It is, of course, 
possible that the tendency to deflation will offset these loans but this 
does not seem likely. Ultimately, we will also assist in financing 
Russia. Government activities attempting to reduce the high cost of 
living may result in action that will check inflation but it is much more 
likely that such efforts will continue to spend themselves in looking 
for profiteers and hoarders rather than in taking action that would 
check the cause of high prices. 

Considering all these possibilities, it does not seem that deflation will 
be very rapid immediately and it is probable that the period of maxi- 
mum inflation is yet to come. 

Since the situation is now world-wide it seems certain that the drop 
in prices will not come as soon as it did after the Civil War and that 
the drop will be more gradual when it comes. 
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The pre-war level may never be reached but it seems probable that 
a very considerable drop in prices will take place in five to fifteen 
years. 

May I digress enough to call attention to some public effects of 
inflation. 

When the dollar is unsettled the most far-reaching social effects 
follow. Theoretically if currency doubled and if all prices doubled 
at the same moment the world might go on as usual. But when the 
dollar is so unstable it unsettles the minds of men. The economic 
balance gradually adjusts itself to the new level but unequal periods 
of time are required and most serious injustices occur in the settle- 
ment. The most serious result is that newspapers, government offi- 
cials and the general public try to blame the results on some class in 
the population. It is true that the unstable dollar makes fabulous 
profits inevitable. It encourages sharp practices, but the results are 
not due to the acts of labor, or capital, or farmers, or middlemen. 
The arraying of class against class is the most serious result of finan- 
cial inflation. In efforts to find the culprit, farmers are arrested, re- 
tailers are accused of dishonesty, middlemen are called an unmitigated 
evil and labor is Bolsheviki if it asks for higher wages. All classes 
turn to governmental agencies and expect the government to find and 
punish the culprit who prevents me from living better than ever 
before when the quantity of goods in the world is less per capita 
than formerly. The Russians have carried this to the ultimate con- 
clusion in their blissful philosophy that " each of us can live at the 
expense of all of us without any of us doing any work." 

Rising rents and land prices may be the next to draw attention. 
We should distinguish clearly between real unearned increment and 
adjustment in prices to meet the new dollar. If a farmer sold his 
farm five years ago for $100 per acre but now sells it for $200 he 
could in each case buy about the same quantity of other things. He 
would be no better off than if he had sold before the war. If he 
sold at the higher figure and paid debts with the money he would 
have profited at the expense of the lender, but society in neither case 
has any just complaint to make. In each case, it would have ex- 
changed the same quantity of other goods for land. 

If society objects to rising land values, the farmer might propose 
to society that he be paid in goods rather than in fifty-cent dollars. 
Those who do not believe in private property will say that the land 
all belongs to society. But even this philosophy does not cover the 
case for a very large part, and often all the selling price of agricul- 
tural land is a delayed payment for the labor of making the farm. 
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When the dollar is so unstable, how is the wage worker to know 
whether he is getting his share of the good things of life ? 

In all this social nightmare when each person has lost his faith in 
his fellow men, and even sometimes his faith in God, because the 
dollar has ceased to be reliable, the farmer can perform a great public 
service. The farmers are about the only class in society that are in a 
position to think in terms of things without dollar confusion. They 
can express the value of a bushel of wheat or a quart of milk in terms 
of labor. 

Why are Certain Prices High ? 

The factors that will explain most of the deviations from the gen- 
eral price level are ( i ) the length of time from the beginning of the 
production of the product to its completion, (2) the weather, (3) 
change in demands due to war. Each of these influences acts inde- 
pendently of the others. Some combination of them working coop- 
eratively or against each other together with inflation explain most of 
the individual price curves. 

Products that require a short time from beginning to completion 
are quickly stopped if prices do not keep up with the general price 
level. Grains are in this class and prices of grains rise promptly. 
It takes several years to raise a cow and milk responded slowly to 
inflation. In the case of colts and calves the reduction in the indus- 
try at first increases the apparent surplus. If calves are not raised 
there is more milk on the market— that which the calves would have 
used. If colts are not raised the mares can do more work. 

Day labor shifts quickly and its pay was the first to be adjusted. 
Skilled labor is more stable and received its wage increase later. It 
takes several years to make a stenographer or clerk and salaries of 
clerks rose more slowly. To raise a college professor requires even 
more time than to raise a dairy cow and professors' salaries respond 
more slowly than most other things. Before they do rise there will 
be a great shortage of professors and well-trained men preparing for 
professorships. 

Certain products are relatively more needed in war than peace. 
Wool, iron, grain, ships are among these things. 

The soldier wore out his clothes perhaps five times as fast as in 
peace, and he needs wool. This explains the phenomenal rise in 
price of wool that occurs at each war. 

Animal foods are less in demand when the first pinch of war comes 
because consumers turn to the cheaper vegetable foods. This checks 
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production. Later when wages rise there is an active demand for 
animal foods and a shortage of them. 

Since the first result of inflation is to increase prices before wages 
rise, many families moved to smaller homes or took roomers. Rents 
fell very low particularly in London., and in New York. Buildings 
and building materials dropped in price or failed to rise. As wages 
rose, families began to spread out again and rents and building values 
rose. But rents and the general price level have to meet before much 
building is done. When the building begins the supplies of lumber 
on the way from the forest to the home are low and rise in price 
above the general price level is to be expected. 

Land is one of the last things to rise in price. Crop land rose 
before dairy land just as crop prices rose before milk prices. 

The effect of weather is well shown by potatoes. The 1916 crop 
was short because of the weather. In 1917, a great effort was made 
to increase the acreage. The weather also cooperated. The crop 
was so great that many farmers sold the crop for little more than 
they paid for the seed. 

The dollar is no longer a good measure of value (if it ever was a 
good measure). The best measure of value is purchasing power. 
Comparisons of wages and prices of particular commodities with the 
general price level, or purchasing power, furnishes a much safer basis 
for forming conclusions. 

Another factor to be considered, when the dollar is so unstable, is 
uncertainty. Slight changes in price tend to small panics in the 
industry and are likely to be followed by equally violent reactions. 

The remaining portion of the paper is given to details of each of 
thirty farm products for each month since the war began and to com- . 
parisons with the Civil War period and the period following the Civil 
War. 



